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Economic  Outlook  for  the  Philippines 

BY  WALTER  WILGUS,  member  of  the  Foreign  Policy  Association  staff  and  former  editor  of  the 

Manila  Times  and  Philippine  correspondent  of  Reuters  news  agency. 


ON  or  before  July  4,  1946  the  Philippine  Com¬ 
monwealth — unless  it  desires  a  change  in  existing 
United  States  commitments — will  become  an  in¬ 
dependent  nation.  However  momentous  this  new 
political  status  may  appear  to  Filipinos,  it  is  over¬ 
shadowed  in  practical  importance  by  the  economic 
decisions  which  will  determine  their  future.  These 
decisions  concern  not  only  the  rehabilitation  of 
their  war-damaged  land,  but  the  much  more  vital 
question  of  their  trade  relations  with  this  country. 
The  fundamental  issue  involved  is  whether  the 
Filipinos  shall  continue  to  have  highly  preferential 
access  to  the  American  market  for  their  exports, 
or  recast  their  pre-war  economy  in  an  effort  to  be¬ 
come  more  nearly  self-sufficient  and  to  sell  their 
surplus  products  in  world  markets.  By  comparison 
with  this  issue,  the  political  status  of  the  Philip¬ 
pines — Commonwealth,  Dominion  or  Republic — 
and  the  amount  of  money  this  country  may  devote 
to  the  rehabilitation  of  the  islands  are  relatively 
minor  matters. 

ECONOMY  OF  THE  ISLANDS* 

In  the  43  years  between  Admiral  Dewey’s  victory 
at  Manila  Bay  in  1898  and  the  Japanese  invasion 
in  1941,  the  Philippines  doubled  their  population 
and  quintupled  their  foreign  trade.  Toward  the 
end  of  this  period  they  were  exporting  60  per  cent 
of  their  total  annual  production,  chiefly  to  the 
United  States.^  In  1940  the  islands,  which  have  an 
area  equal  to  that  of  Italy,  were  inhabited  by  17 
million  persons.  Population  density  was  147  per 
square  mile,  as  compared  with  488  in  Japan  and 
822  in  Java  and  Madura.  Nearly  half  the  land 
was  considered  arable,  but  only  15  per  cent  was 
under  cultivation. 

Almost  half  the  cultivated  land  was  planted  to 
rice;  nearly  a  third  of  the  population  was  engaged 
in  its  culture;  and  about  two-thirds  of  the  popu- 

1.  Statistics  in  this  section  arc  chiefly  from  Catherine  Porter, 
Crisis  in  the  Philippines  (New  York,  Knopf,  1942),  chap.  V. 

2.  Report  of  Technical  Committee  to  President  of  Philippines, 
American-Philippine  Trade  Relations  (Washington,  D.C.),  Octo¬ 
ber  1944,  p.  1. 


lation  relied  on  it  as  the  staple  food.  Production  in 
1941  was  put  at  54  million  bushels  and  consump¬ 
tion  at  58  million,  the  needed  excess  coming  from 
French  Indo-China.  Domestically  raised  corn  was 
the  principal  food  for  about  three  million  per 
sons,  and  camotes  or  cassava  for  another  million. 
Fisheries,  which  furnished  a  supplementary  ar 
tide  of  diet,  had  an  annual  value  of  $75,000,000. 
The  deep  sea  fisheries,  however,  were  monopolized 
by  Japanese  from  the  Ryukyus,  with  whom  the 
Filipinos  never  were  able  to  compete  seriously.’ 
Large  quantities  of  foodstuffs  were  imported.  In 
a  typical  year,  1938,  these  were  valued  at  $21,000,- 
000,  of  which  wheat  products  constituted  $5,100,000, 
dairy  products  $4,500,000,  and  meat  $750,000. 

About  a  third  of  the  cultivated  land  was  planted 
in  cash  crops,  chiefly  for  export.  In  1940  sugar 
accounted  for  40  per  cent  of  the  total  value  of  ex¬ 
ports,  coconut  products  20  per  cent,  abaca  (hemp) 
II  per  cent,  tobacco  4  per  cent,  and  lumber  3  per 
cent.  By  far  the  greatest  amount  of  each  of  these 
products  was  exported  to  the  United  States — sugar, 
99  per  cent;  coconut  oil,  95  per  cent;  and  cigars, 
90  per  cent.  Minerals  were  also  important  export 
items.  In  1940  gold  and  silver  exports  were  valued 
at  approximately  $39,000,000.  Exports  of  chromite 
totaled  1,940,000  metric  tons  (principally  to  the 
United  States);  manganese,  48,000  metric  tons 
(principally  to  the  United  States) ;  and  iron  ore, 
1,200,000  metric  tons  (all  to  Japan).  No  important 
discoveries  of  oil  had  been  made,  although  possi¬ 
bilities  had  been  explored  thoroughly  in  Luzon 
and  to  some  extent  in  Mindanao  by  the  Standard 
Oil  Company  of  California.  Coal  production  was 
low — only  56,000  tons  in  1939  against  an  estimated 
consumption  of  428,000  tons. 

Only  one-tenth  of  the  gainfully  employed  were 
classed  as  industrial  workers;  the  largest  number 
of  these  were  utilized  in  the  embroidery  industry, 
where  much  of  the  work  was  done  at  home.  Wages 
were  about  three  times  as  high  as  in  other  tropical 

3.  A.  W.  C.  T.  Hcrrc,  “Philippine  Fisheries  and  Their  Poi- 
sibilities,"  Far  Eastern  Quarterly,  February  1945. 
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Asiatic  areas/  but  very  low  by  American  standards.’ 

As  in  other  agricultural  countries,  the  trend  was 
away  from  “peasant  proprietorship”  of  farms  and 
toward  larger  estates  with  increasing  numbers  of 
share  tenants.^  In  1918  there  were  1,520,026  farms 
with  256,717  share  tenants;  by  1938  there  were 
804,786  farms  with  547,954  share  tenants. 

The  incidence  of  all  taxation  was  primarily  on 
business  and  commerce,  nearly  all  of  which  were 
in  the  hands  of  non-Filipino  elements,  particularly 
Americans  and  Chinese.^  Total  foreign  investments 
in  the  Philippines  were  estimated  in  1938  as  approx¬ 
imately  $425, (XX), 000,  of  which  about  60  per  cent 
was  American.® 

FOREIGN  TRADE  AND  TARIFF  HISTORY 

The  fivefold  increase  in  Philippine  foreign  trade 
from  1898  to  1940  was  due  chiefly  to  American 
tariff  policy  toward  the  islands.  Up  to  1902  no 
preference  was  allowed  the  Philippines,  but  in  that 
year  a  25-per<ent  preferential  was  granted.  In 
1909  free  trade,  with  certain  exceptions,  was  es¬ 
tablished  between  the  two  countries,  and  American 
products,  which  previously  had  received  no  pref¬ 
erence  in  the  Philippine  market  because  of  an 
agreement  with  Spain  in  the  Treaty  of  Paris  in 
1899,  were  for  the  first  time  admitted  duty-free. 

In  1913  most  of  the  exceptions  in  the  1909  agree¬ 
ment  were  eliminated  and  virtually  complete  re¬ 
ciprocity  established.  Filipino  spokesmen  are  given 
to  asserting  that  the  Assembly  of  that  time  opposed 
reciprocity  on  the  ground  that  it  would  hinder  in¬ 
dependence  by  making  the  islands  economically 
subservient  to  the  United  States.’  The  “opposi¬ 
tion”  was,  however,  negligible.  Although  the  As¬ 
sembly  did  pass  such  a  resolution — under  the 
prompting  of  Governor  General  James  F.  Smith 
and  Manuel  Quezon,  who  feared  a  loss  of  revenue 
from  the  abolition  of  export  taxes — it  shordy  after¬ 
ward  concurred  in  the  Reciprocity  Act  and  no 
protests  were  made  by  any  subsequent  Assembly 
or  Legislature. 

The  reciprocity  of  1913  continued  until  the 
Philippine  Independence  Act  of  1934  prescribed  a 
series  of  increasing  export  taxes  on  the  principal 
Philippine  exports  to  the  United  States,  excluding 
abaca  and  copra,  to  run  from  1941  to  1946.  Taxes 
were  to  increase  progressively  at  the  rate  of  5  per 
cent  a  year,  reaching  25  per  cent  in  1946,  after 

4.  National  City  Bank,  Bulletin  (New  York),  March  1945. 

5-  Fifty  cents  a  day,  or  lower,  with  food,  for  farm  labor. 

6.  T.  Ruiz,  “Farm  Tenancy  and  Owperatives  in  the  Philip¬ 
pines,”  Far  Eastern  Quarterly,  cited. 

7-  Office  of  U.S.  High  Commissioner,  1945. 

8.  National  City  Bank  Bulletin,  cited. 

9-  ^merican-Philippine  Trade  Relations,  cited,  p.  ii. 


which  a  lOO-per-cent  duty  was  to  be  imposed.  Also, 
a  system  of  diminishing  export  quotas  to  the 
United  States  was  authorized  in  1939.  The  purpose 
of  these  provisions  was  to  permit  the  Philippines 
to  readjust  their  economy  to  independence,  and 
to  the  loss  of  preference  in  the  American  market. 
It  became  evident,  however,  that  Philippine  in¬ 
dustry  in  large  measure  would  be  ruined  by  the 
exjx)rt  taxes.  Following  a  visit  by  President  Quezon 
to  Washington  in  1937,  and  the  publication  of  an 
opinion  by  the  U.S.  Tariff  Commission  that  the 
transition  period  seemed  too  short,^®  a  Joint 
Preparatory  Commission  was  appointed  to  re¬ 
examine  the  question.  In  1938  this  Commission 
recommended  that  the  transition  period  be  ex¬ 
tended  to  i960,  that  gradually  diminishing  quotas 
take  the  place  of  export  taxes  on  certain  products, 
and  that  beginning  in  1946  the  Philippines  levy 
increasing  rates  of  duty  on  American  imports. 
Some  of  these  recommendations  were  embodied  in 
an  amendment  to  the  Independence  Act,  but  the 
proposed  extension  of  the  readjustment  period  to 
i960  was  omitted.  Meanwhile,  the  United  States 
Congress  provided  for  the  return  to  the  islands 
of  processing  taxes  on  coconut  oil  extracted  in 
this  country  from  Philippine  copra,  as  well  as 
the  processing  tax  on  coconut  oil  exported  direct¬ 
ly  to  the  United  States.’*  From  1934  to  1941 
this  amounted  to  the  very  considerable  sum  of 
$110,000,000,  or  a  third  of  the  operating  revenue 
of  the  Philippine  government  for  the  period.  Un¬ 
fortunately,  most  of  this  “windfall”  income,  which 
in  theory  was  to  aid  the  process  of  economic  read¬ 
justment,  was  diverted  to  projects  which  had  no 
bearing  on  that  program.  TTie  result,  in  fact,  was 
the  reverse  of  what  Congress  intended.  It  increased 
rather  than  diminished  the  economic  dependence 
of  the  Philippines  on  the  United  States. 

In  1941  Qingress  suspended  for  twelve  months 
the  decreasing  quotas  and  export  taxes.  Japan’s  in¬ 
vasion  wiped  out  Philippine  foreign  trade  except 
for  a  trickle  with  Japanese-controlled  territories, 
and  there  has  been  no  appreciable  resumption  since 
tbe  liberation  of  the  islands. 

WAR  DAMAGE 

An  admittedly  tentative  estimate  of  war  damage 
prepared  in  March  1945  by  Philippine  Common¬ 
wealth  economists  (the  Technical  Committee)  puts 
total  losses  at  |86o,o72,(X)o.*^  The  Committee  in- 

10.  U.S.  Tariff  Commission,  U.S. -Philippine  Trade,  Report 
No.  1 18,  second  series,  1937  (Washington,  D.C.),  p.  116. 

11.  J.  R.  Hayden,  The  Philippines  (New  York,  Macmillan, 
1942),  pp.  158-61. 

12.  Report  of  Technical  Committee  to  President  of  the  Phil¬ 
ippines,  Preliminary  Estimates  of  Philippine  Property  War 
Damages  and  Losses  (Washington,  D.C.),  March  1945,  p.  2. 
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eluded  various  items  for  which  no  compensation 
is  provided  in  any  of  the  relief  measures  yet  pro¬ 
posed,  and  its  representatives  had  little  opportunity 
to  inspect  actual  damage  except  in  Leyte.  Critical 
examination  of  its  figures  in  the  light  of  the  Philip¬ 
pine  census,**  the  report  of  the  Insular  Auditor  for 
1941,  and  recent  personal  inspections  by  American 
Army  and  Navy  engineers  and  civil  officials,  indi¬ 
cates  they  are  greatly  exaggerated.  A  more  reason¬ 
able  estimate  would  appear  to  be  approximately 
$241,000,000  (or  $280,000,000  if  market  value  of 
private  property  is  used  as  the  basis  of  computa¬ 
tion),  which  includes  $25,000,000  as  the  damage 
to  public  property.*^  This  total  is  less  than  one-third 
of  the  estimate  of  the  Technical  Committee.  Pres¬ 
ident  Osmena  has  suggested  that  Japan  should  ulti¬ 
mately  bear  the  cost  of  rehabilitation. 

ALTERNATIVES  TO  TARIFF  PREFERENCE 

Urgent  as  the  rehabilitation  problem  is,  how¬ 
ever,  trade  relations  with  the  United  States  are  of 
greater  long-range  importance.  If  past  experience 
is  a  guide,  abrupt  cessation  now  of  tariff  prefer¬ 
ences  would  cause  a  veritable  revolution  in  Phil¬ 
ippine  economy  as  it  existed  in  pre-war  days — not 
only  discouraging  further  investment  of  American 
and  foreign  capital  but  scaling  down  to  low  levels 
Philippine  national  income  and  living  standards. 
Even  a  20-ycar  adjustment  period,  with  American 
duties  increasing  at  5  per  cent  annually,  would 
bring  on  this  revolution  within  three  or  four 
years,  since  a  total  duty  of  15  or  20  per  cent  would 
be  prohibitive  on  most  items.  It  is  reported  that  the 
Administration  favors  a  lo-year  period  of  free  trade 
which,  if  not  long  enough  to  attract  outside  capi¬ 
tal,  would  at  least  avert  a  crisis  in  the  midst  of 
recovery  from  the  war.  Proponents  of  “economic 
independence”  contend,  however,  that  no  tariff 
agreements  made  by  one  American  Congress  are 
binding  on  subsequent  Congresses,  and  that  a 
long  delay  merely  makes  attainment  of  the  objec¬ 
tive  more  difficult.** 

Hence,  if  the  United  States  is  eventually  to  raise 
a  tariff  wall  against  the  islands,  Filipinos  must 
give  serious  thought  to  possible  alternatives.  These 
are  neither  numerous  nor  promising.  Some  indus¬ 
trialization  is  no  doubt  practicable.  With  foreign 
capital  and  management,  such  industries  as  cord¬ 
age,  soap  manufacture,  and  possibly  food  canning 
could  be  considerably  developed.  Rubber  should 
offer  great  possibilities  in  Mindanao,  although  re¬ 
strictions  on  the  sale  of  public  land  to  corporations 

13.  Special  Bulletin  No.  3,  Real  Property,  1939- 

14.  See  table,  p.  208. 

15.  Speech  of  Senator  Millard  F.  Tydings,  Congressional 
Record,  June  7,  1945,  p.  5796. 


have  thus  far  stood  in  the  way  of  large  produc¬ 
tion.*^  Quinine  has  been  successfully  produced 
on  a  small  scale;  gold  and  other  minerals,  when 
the  mines  are  restored  and  extended,  would  build 
up  Philippine  credits  abroad;  and  hydroelectric 
power  could  be  developed,  especially  in  Mindanao. 
While  the  Philippine  government  formerly  en¬ 
gaged  in  business  of  various  types  through  state 
controlled  companies — more  often  at  a  loss  than 
a  profit*^ — it  will  scarcely  have  the  capital  with 
which  to  attempt  similar  ventures  in  the  near  fu¬ 
ture. 

The  part  played  by  Americans  of  long  residence  I 
toward  developing  small  as  well  as  large  Indus-  [ 
tries — such  as  mining — should  be  mentioned  ^ 
Many  such  modest  enterprises  scattered  throughout 
the  provinces,  ranging  from  sawmills  to  catdc 
ranches,  have  been  destroyed  by  the  Japanese,  and 
their  revival  will  depend  on  what  war  damages, 
if 'any,  are  paid  the  owners  by  the  United  States 
government.  f 

Expenditures  of  American  armed  forces  in  the 
Philippines  will  be  a  considerable  item  for  some 
time,  although  chiefly  for  labor  rather  than  com¬ 
modities.  Other  possible  aid  to  the  Philippines  t 
from  the  United  States  might  take  the  form  of 
rentals  for  military  and  naval  bases,  enlistment 
of  Filipino  troops  in  the  American  Army  to  sup¬ 
plement  the  garrisons  of  these  bases,  or  financed 
contributions  to  the  cost  of  a  Philippine  Army,  f 
Even  should  these  expedients  be  practicable,  how¬ 
ever,  they  would  be  only  palliatives. 

POLITICAL  CONSIDERATIONS 

Viewed  as  a  part  of  this  country’s  general  for¬ 
eign  policy,  the  independence  program  for  the  i 
Philippines  presents  somewhat  contradictory  as¬ 
pects.  If  we  maintain  that  tariff  preferences  over  a 
long  period  are  essential  to  Philippine  prosperity, 
but  at  the  same  time  urge  a  world  policy  of  non-  | 
preferential  agreements — in  opposition,  for  a-  f 
ample,  to  the  British  imperial  preferences  adopted  t 
in  1954— our  position  would  be  plainly  inconsistent  | 

It  is  true  that  most  of  our  reciprocal  trade  trea- 1 
ties  contain  a  provision  exempting  the  Philippines  j 
from  any  claim  by  other  countries  under  the  most-  f 
favored-nation  clause,  irrespective  of  change  in  i 
their  political  status.  This  provision,  however,  is 

16.  W.  C.  Forbes,  The  Philippine  Islands  (Boston,  Houghton 
Mifflin,  1928),  pp.  323  et  seq. 

17.  See  G.  A.  Malcolm,  The  Commonwealth  of  the  Philip  [ 

pines  (New  York,  Applcton-Ccntury,  1936),  pp.  232  et  iff  | 
The  National  Development  Company,  the  National  Coal  Coo-  j 
pany,  and  the  Philippine  National  Bank  in  its  earlier  yesn, 
were  outstanding  failures.  The  Manila  Hotel  showed  a  profit  ^ 
while  the  Manila  Railroad  between  1933  and  1940  showed  1 
net  loss  of  three-quarters  of  a  million  dollars.  * 
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not  contained  in  the  Belgo-Luxemburg  treaty, 
nor  in  some  earlier  treaties.^®  Although  the  most 
recent  revision  of  our  treaty  with  Cuba  contains 
the  Philippine  waiver,  it  appears  that  the  inaugura¬ 
tion  of  independence  may  create  some  embarrass¬ 
ing  “treaty  hurdles”  which  would  not  arise  if  the 
islands  continued  as  an  American  dependency. 
Perhaps  the  expedient  of  an  “executive  agreement” 
as  distinguished  from  a  “treaty”  would,  at  least 
technically,  surmount  these  obstacles. 

HOW  MUCH  SENTIMENT  FOR  DELAY  ? 

As  the  last  four  years  may  literally  be  called  four 
years  out  of  the  life  of  the  Philippine  Common¬ 
wealth,  the  independence  program  could  logically 
be  deferred  from  1946  to  1950,  or  even  later,  be- 
[  cause  of  the  new  burden  of  war  damage.  But  little 
Filipino  or  American  sentiment  for  delay  is  mani¬ 
fest  at  present. 

Jose  C.  Zulueta,  Speaker  of  the  Commonwealth 
House  of  Representatives,  is  reported  to  be  seek¬ 
ing  a  protectorate,’^  and  it  has  been  rumored — 
although  later  denied — that  General  Manuel  Roxas, 
President  of  the  Senate,  is  inclined  to  favor  Do¬ 
minion  status  for  the  islands.  Some  American 

I  sources  report  that  as  many  as  85  per  cent  of  the 
Filipino  people  do  not  wish  independence.^®  But 
“complete,  immediate  and  absolute  independence” 
has  been  the  slogan  of  Filipino  politicians  from 
the  early  days  of  the  American  regime.  The  mass 
of  the  people,  although  not  realizing  the  responsi- 
I  bility  it  entails,  have  been  indoctrinated  with  its 
f  presumed  desirability  for  the  last  forty  years.  While 
I  this  sentiment  has  probably  been  weakened  bc- 
f  cause  of  their  unhappy  experiences  under  the 
i  puppet  government,  which  they  were  told  repre- 

Isented  “independence,”  a  complete  reversal  seems 
unlikely,  and  a  Filipino  Presidential  candidate 
who  advocated  anything  short  of  independence 
,  ,  would  show  unusual  audacity. 

.  !  It  seems  equally  improbable  that  the  question  of 
1  independence  will  be  reopened  on  the  initiative  of 
t.  the  United  States.  Although  Paul  McNutt,  High 
I-  Commissioner  to  the  Philippines,  has  suggested 
s  f  such  a  course,^’  there  appears  little  disposition  in 

1'  18.  American-Philippine  Trade  Relations,  cited,  p.  257. 

®  !  19.  Christian  Science  Monitor,  July  21,  1945. 

tt  ■  20.  For  example,  Victor  Ridder,  Neu/  York.  Journal  of  Com¬ 

merce,  June  12-16,  1945. 

*  21.  New  York  Times,  March  24,  1945.  “  ‘If  the  Philippines 

step  off  into  an  uncharted  sea,  as  some  of  their  leaders  seem 
if’  :  to  be  advocating,  the  islands  are  clearly  destined  for  trouble,’ 
ff  I  Mr.  McNutt  declared,  but  acknowledged  that  ‘we  may  have  to 
R  Philippines  take  their  freedom  now  and  learn  the  hard 

n  way.  It  is  more  than  possible  that  if  they  get  their  freedom  now 
R  they  may  never  again  attain  their  pre-war  economic  stability 
*  £  I  destine  themselves  to  a  permanently  lowered  standard 
P  of  living.’  ” 


Washington  or  among  the  general  public  to  adopt 
it.  We  are  definitely  committed  to  independence, 
and  the  fact  is  known  throughout  the  world.  It  is 
of  particular  interest  to  political  and  intellectual 
leaders  in  China,  India  and  Southeast  Asia  who 
advocate  independence  for  dependent  peoples.  A 
change  of  program — unless  at  the  request  of  the 
Filipino  people — would  diminish  our  prestige  in 
those  areas,  an  asset  which,  however  intangible,  is 
not  without  value. 

As  the  date  for  independence  approaches,  Fili¬ 
pino  leaders  may  conceivably  decide  that  their 
economic  problems  are  so  serious  as  to  make  post¬ 
ponement  necessary.  But  even  in  this  event,  it  is 
uncertain  that  they  would  risk  their  political 
careers  by  openly  requesting  it  of  the  United  States. 
They  would  more  probably  seek  to  have  our  gov¬ 
ernment  make  such  a  proposal,  and  in  a  manner 
which  they  could  accept  without  too  great  a  loss 
of  prestige  in  their  constituencies.  A  large  degree 
of  autonomy  under  some  such  title  as  a  “Free  State” 
might  prove  a  suitable  formula — although  as  yet 
there  are  few  indications  that  Philippine  politicians 
are  considering  it. 

EFFECT  IN  OTHER  COLONIES 

Britain,  France  and  the  Netherlands,  which  con¬ 
template  a  more  evolutionary  approach  to  auton¬ 
omy  for  their  Far  Eastern  dependencies,^^  would 
doubtless  welcome  a  delay  in  Philippine  inde¬ 
pendence.  Each  of  these  colonial  areas  presents  a 
particular  problem:  some  are  extremely  back¬ 
ward,  while  others  face  religious  or  racial  issues 
which  would  lead  to  disorder  or  chaos  if  European 
control  were  suddenly  removed.  But  possible  reper¬ 
cussions  of  our  Philippine  policy  in  those  regions 
are  unlikely  to  weigh  heavily  with  the  American 
Congress  or  people.  Nor  can  it  be  forgotten  that 
American  sugar  and  dairy  interests,  facing  the  pre¬ 
sumed  competition  of  Philippine  products,  were 
instrumental  in  securing  the  passage  of  the  origi- 

22.  Recent  official  French  and  Dutch  statements,  which  pre¬ 
suppose  the  reoccupation  of  French  Indo-China  and  the  Dutch 
East  Indies  by  France  and  the  Netherlands,  promise  a  greater 
degree  of  self-government  for  -these  colonies  but  do  not  en¬ 
visage  independence.  The  British  point  of  view,  prior  to  the 
Labor  victory  of  July  1945,  was  stated  as  follows  by  the 
Rt.  Hon.  Oliver  Stanley,  M.P.,  then  British  Secretary  of  State 
for  the  Colonies,  in  a  speech  to  the  Foreign  Policy  Association 
in  New  York  on  January  19,  1944:  “Throughout  the  greater 
part  of  the  Colonial  Empire  it  is,  for  the  present  at  any  rate, 
the  British  presence  alone  which  prevents  a  disastrous  disin¬ 
tegration,  and  British  withdrawal  today  would  mean  for  mil¬ 
lions  a  descent  from  nascent  nationhood  into  the  turmoil  of 
warring  sects. . . .  These . . .  are  facts  which  have  to  be  known 
and  appreciated  if  our  difficulties  and  objectives  are  to  be 
understood.  It  does  not  mean  that  those  objectives  are  altered; 
it  does  not  mean  that  their  attainment  is  postponed,  but  it 
does  mean  that  there  can  be  no  general  solution  and  that  the 
problem  of  each  Colony  must  be  differently  planned.’’ 
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nal  Independence  Act,  and  may  be  expected  to 
oppose  with  equal  energy  any  move  to  keep  the 
islands  within  our  political  system. 

Assuming,  therefore,  that  1946  will  see  the  birth 
of  the  Philippine  Republic,  the  internal  politics  of 
the  islands  and  their  external  relations  will  be  mat¬ 
ters  of  growing  importance  to  the  United  States. 
Up  to  September  i,  1945  the  Commonwealth  gov¬ 
ernment  possessed  little  authority  and  few  re¬ 
sources;  American  military  control  had  necessarily 
been  supreme.  In  addition  to  wartime  distress  in 
the  cities,  inflation,  and  the  general  disruption 
of  Philippine  economy,  the  islands  have  been 
plagued  with  other  problems.  There  is  sharp  dis¬ 
sension  over  the  so-called  collaborationists,  some 
of  the  most  prominent  of  whom  are  confined  in 
the  Iwahig  penal  colony,  while  others  have  found 
refuge  in  the  Legislature.  Former  guerrillas  are 
reported  especially  bitter  against  those  who  col¬ 
laborated  even  nominally  with  the  Japanese,  in¬ 
cluding  General  Roxas.  On  the  other  hand,  some 
guerrillas  were  little  better  than  bandits  and  raided 
and  plundered  Japanese  and  their  own  countrymen 
with  complete  impartiality.  Arms  are  still  widely 
distributed  in  the  Christian  provinces.  The  Moros, 
who  were  disarmed  by  American  troops  beginning 
in  1911,  succeeded  in  rearming  themselves  during 
the  occupation  and  several  bloody  clashes  between 
them  and  Filipinos  occurred  in  Lanao  and  Cota- 
bato.  If  Filipino  troops  now  attempt  to  disarm 
them,  a  period  of  violence  may  be  predicted. 

Potentially  more  serious  than  the  Moro  problem 
is  that  of  the  tenant  farmers  in  central  Luzon  and 
other  thickly  populated  areas,  who  were  quite  gen¬ 
erally  exploited  by  landlords  and  usurers  under 
the  Spanish  and  American  regimes.  Such  organiza¬ 
tions  as  the  Hu\balahap  are  by  no  means  a  nov¬ 
elty  in  the  islands.^^  They  are  rather  the  current 
manifestation  of  long-standing  agrarian  discontent, 
which  American  officials  were  not  able  to  persuade 
Philippine  Legislatures  to  remedy,  and  which  the 
Commonwealth  never  seriously  attempted  to  al¬ 
leviate  despite  a  gesture  to  that  end  by  the  late 
President  Quezon.^'*  This  remains  a  serious  prob¬ 
lem  in  such  provinces  as  Pampanga  (Luzon),  and 
the  prospects  are  not  bright  that  future  Legisla- 

23.  The  Hul^halahap,  disciples  of  Pedro  Abad  Santos,  are  a 
socialistic,  anti-Japanese  organization.  They  were  disarmed  by 
American  forces  before  the  recapture  of  Manila,  as  they  had  re¬ 
fused  to  cooperate  with  the  Commonwealth  government  and 
had  elected  their  own  governors  in  three  provinces.  A  small¬ 
er  body,  the  Ganap  or  Ma^ipili,  which  was  also  disarmed, 
was  a  survival  of  the  Sa^daJistas  of  the  1930’s,  led  by  Benigno 
Ramos,  a  pro-Japanese  agitator  of  long  standing.  For  a  succinct 
account  of  the  agrarian  problem,  which  remains  largely  the 
same  today,  sec  Forbes,  The  Philippine  Islands,  cited,  appendix, 
“Wood-Forbes  Report,  1921,” 

24.  Sec  Ruiz,  “Farm  Tenancy,”  cited. 


lures,  composed  largely  of  landowners,  lawyers  or 
professional  politicians,  will  deal  successfully  with 
it.  There  is,  however,  a  large  margin  of  free  land 
available  in  Mindoro  and  Mindanao,  where  home-  ■ 
steading  is  practicable. 

Thorny  as  these  various  problems  may  be,  they 
certainly  are  no  worse  than  those  which  afflict 
many  other  lands,  and  the  presence  of  American 
bases  and  garrisons  will  doubtless  have  a  stabiliz-  ^ 
ing  effect  on  Philippine  internal  affairs.  _ 

I 

PHILIPPINE  EXTERNAL  RELATIONS 

The  external  relations  of  a  Philippine  republic 
will  be  of  more  immediate  interest,  and  perhaps  = 
concern,  to  the  United  States.  Japan  has  been 
eliminated  for  the  discernible  future  as  a  military  i 
if  not  a  commercial  aggressor.  China  cannot  now 
be  considered  aggressive  in  a  military  sense.  Philip-  ^ 
pine  exclusion  barriers  against  China  will,  how¬ 
ever,  be  under  constant  pressure,  and  the  legal  ! 
or  illegal  entry  of  large  numbers  of  Chinese  may  * 
be  anticipated.  Chinese  monopoly  of  the  retail 
trade  also  has  been  historically  a  source  of  fric-  ' 
tion  with  Filipinos,  and  periodic  anti-Chinese  riots  | 
have  occurred  from  earliest  times.  If  a  strong  and 
unified  China  emerges  in  the  future,  it  will  hardly  j 
tolerate  exclusion  of  its  people  or  discrimination 
against  them  by  another  Oriental  nation.  No  Rus¬ 
sian  interest  is  evident  in  the  Philippines  at  pres¬ 
ent,  unless  it  should  be  the  desire — shared  by  other 
nations — to  obtain  rights  for  long-distance  avia¬ 
tion  lines.  Now  that  Russia,  under  its  30-year  1 

treaty  of  friendship  and  alliance  with  China,  has  i 

obtained  a  special  position  in  Manchuria,  its  in-  j  ] 
terest  in  the  islands  may  increase,  extending  per-  c 
haps  to  such  movements  as  the  Hul(balahap,  which 
numbers  some  professing  Communists  among  its  ^ 
leaders.  At  present,  however,  the  Philippines  face  e 
no  pressing  foreign  political  problems. 

It  would  nevertheless  seem  essential  that  Phil  n 
ippine  foreign  relations  should  be  subjected  10  i  C 
American  supervision  if  they  appear  likely  to 
affect  the  future  security  of  either  country.  A1 
though  it  should  not  be  necessary  to  resort  to  a 
“Platt  Amendment,”  the  United  States  can  scaredj 
be  responsible  for  preserving  Philippine  independ¬ 
ence  without  some  authority  over  agreements  the 
islands  may  make  with  other  nations. 

CONCLUSION 

The  long  record  of  Philippine-American  relations 
shows  beyond  question  that  up  to  the  time  of  the 
Japanese  invasion  our  policy  had  made  the  islands  [ 
an  economic  dependency  of  the  United  Stata 
The  Filipinos  in  general  willingly  acquiesced  fflj 
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this  policy,  achieving  thereby  the  highest  median 
standard  of  living  in  Asia.  Such  attempts  as  were 
made  between  1934  and  1941  to  prepare  the  Philip¬ 
pines  for  economic  as  well  as  political  independ¬ 
ence  proved  unsuccessful.  On  the  ruins  of  the  war, 
the  Filipinos  must  now  rebuild  their  economy,  al¬ 
most  literally  from  the  ground  up.  The  decision 
also  must  be  made — and  primarily  by  the  United 
States— as  to  what  form  this  rebuilding  shall  take: 
economic  “independence”  within  a  reasonable 
length  of  time,  or  a  renewal  of  the  islands’  favored 
position  with  its  attendant  prosperity.^* 

In  reaching  a  decision  which  would  be  just  to 
both  countries,  two  considerations  may  be  taken 
into  account : 

1.  The  capacity  of  the  islands  to  sell  their 
goods  unaided,  in  world  markets. 

Few  observers,  American  or  Filipino,  can  see 
any  prospects  of  their  doing  so  in  the  visible  fu¬ 
ture;  few  will  contend  that  despite  the  margin  of 
uncultivated  land,  such  an  attempt  could  succeed 
without  a  reduction  of  wages  to  a  point  approach¬ 
ing  the  “starvation  levels”  of  other  parts  of  Asia. 
Nor  does  any  program  of  gradual  adjustment 
promise  success,  since  the  first  few  years  of  such 
a  program  would  in  fact  bar  Philippine  products 
from  the  American  market. 

2.  The  actual  measure  of  political  independence 
the  Philippines  will  enjoy,  barring  unex¬ 
pected  developments,  after  July  4,  1946. 

It  seems  likely  that  their  status  will  resemble 
that  of  Cuba  or  Panama — nominally  sovereign  na¬ 
tions  but  in  fact  protectorates  of  the  United  States. 
If  “independence”  were  to  be  complete,  there 
could  be  little  justification  for  granting  the  Phil- 

25.  “General  MacArthur  said  that  critics  of  Philippine  inde¬ 
pendence  had  based  their  arguments  on  the  belief  the  country’s 
economy  could  not  stand  freedom.  ‘They  would  appear  to  an¬ 
ticipate  arbitrary  tariff  barriers,'  he  went  on,  ‘but  1  am  fully 
confident  that  the  American  people  will  extend  to  you  the  full 
measure  of  trade  advocated  by  your  late  great  President,  Manual 
Quezon,  and  do  everything  else  within  their  power  to  assist 
you  along  the  road  to  your  national  destiny.’  ’’  New  Yorl(  Times, 
July  9,  1945. 


ippines  a  favored  position  within  our  economy. 
If,  however,  the  United  States  is,  in  practice, 
to  retain  a  measure  of  control  over  their  foreign 
relations — as  the  world  situation  seems  to  make 
inevitable — then  there  is  an  obvious  injustice  in 
forcing  economic  independence  upon  them. 

The  determining  consideration  should  perhaps 
be  found  in  the  intangible  factor  of  Filipino- 
American  relationships  during  the  dark  days  of 
the  war.  The  mutual  friendship  between  the  two 
peoples  is  a  heartening  example  of  the  cooperation 
possible  between  races  widely  separated  in  charac¬ 
teristics  and  traditions;  it  is  an  asset  which  this 
country  would  be  unwise  to  imperil  by  a  hard 
“dollars  and  cents”  attitude.  The  Philippines  also 
will  be  the  most  westerly  bulwark  of  American 
defense,  and  one  of  the  chief  bastions  in  the  Pacific 
for  the  United  Nations.  It  seems  important,  if  only 
for  the  most  realistic  security  reasons,  that  they 
should  not  be  inhabited  by  17  million  discontented 
and  disillusioned  people  traveling  toward  poverty 
instead  of  prosperity. 

JOINT  COMMITTEE  PROPOSED 

To  enable  Congress  to  be  impartially  and  regu¬ 
larly  informed  on  developments  in  the  islands,  and 
to  establish  closer  relations  with  the  Philippine 
government,  it  might  prove  advisable  to  create, 
by  agreement  with  the  Filipinos,  a  small  committee 
of  members  of  the  United  States  Congress  and  the 
Philippine  Legislature.  This  committee  could  meet 
from  time  to  time  in  Washington  and  Manila, 
when  its  members  could  jointly  report  on  matters 
of  mutual  interest  and  recommend  action  to  their 
respective  legislative  bodies. 

Although  such  a  joint  committee  of  the  legisla¬ 
tive  bodies  of  two  independent  nations  probably 
has  no  precedent,  it  could  play  a  significant  part  in 
further  cementing  American-Filipino  friendship, 
and  in  supplying  both  countries  with  fuller  in¬ 
formation  and  a  sounder  plan  of  action  on  matters 
of  common  concern  than  is  possible  through  ordi¬ 
nary  diplomatic  procedure. 
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AMERICAN  INVESTMENTS  IN  THE  PHILIPPINES » 


Amount 

U.S.  Currency 

Per 

Cent 

RENTIER  INVESTMENTS 

Government  bonds 

$32,400,000 

Government  guaranteed  corporate  issues 

2,700,000 

$36,600,0002 

14 

Private  issues 

1,500,000 

DIRECT  INVESTMENTS 

Sugar  industry 

Centrals 

30,575,000 

Lands  and  improvements 

5,266,0005 

39,341,000 

15 

Crop  loans 

Coconut  industry 

3,500,000 

Mills  and  r^neries 

5,545,000 

Lands  and  improvements 

8,375,000 

13,920,000 

5 

Abaca  (hemp)  industry 

Mills  and  equipment 

3,925,000 

Lands  and  improvements 

5,505,000 

9,430,000 

4 

Mining  industry 

70,000,000 

27 

Public  utilities 

31,850,000 

12 

Transportation 

19,102,000 

7 

General  merchandising 

15,000,000 

6 

Lumber  and  logging  operations 

6,400,000 

3 

Minor  investments 

16,921,000 

7 

TOTAL 

$258,564,000 

100 

1.  Estimated  by  J.  B.  Richards,  American  Trade  G>mmissioner  to  the  Philippines. 

2.  P.  B.  I^ckeu,  "Status  of  U.S.  Investments  in  1940,”  Department  of  Commerce. 

3.  Mr.  Richard’s  figure  on  lands  and  improvements  is  $5,440,000. 


ESTIMATED  WAR  DAMAGE 

(^excluding  livestock  and  certain  items  of  untaxed  private  property) 

Estimated 


Total  assessed  value  of  all  buildings  and  other  structures  de¬ 
clared  for  taxation  in  the  Philippines  was  $296,500,000 
of  which  approximately  96.7  per  cent  of  buildings  and 
72.8  per  cent  of  other  structures  were  owned  by  Amer¬ 
icans  and  Filipinos,  allowing  a  total  assessed  value  in 
these  categories  not  to  exceed 
Estimated  total  book  value  of  machinery  and  implements 
owned  by  Americans  and  Filipinos  and  their  corporations 
(not  from  the  census) 

Estimated  total  book  value  of  stocks  of  goods  owned  by 
Americans  and  Filipinos  and  their  corporations  as  of 
Dec.  1,  1941  (not  from  the  census),  approximately  1/3 
of  consumers’  goods  imported  during  first  9  months 
of  1941 


Dollars 


per  cent 
destruction 


Damafd^ 
in 

dolleni 


$269,000,000 

30 

$89, 500, ( 

150,000,000 

50 

75,000, ( 

50,000,000 


100 


50,000fl 


Subtotal 

Add  for  farm  implements  not  otherwise  included,  esti¬ 
mated  from  observation 


$469,000,000 


Total 


15,000,000 

$484,000,000 


10 
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